FEDERAL RESERVE BANK OF BOSTON 


{ 
F 


Of Industrial and Financial Conditions in the New England District 


VOL. 29 


BOSTON 6, MASS., JANUARY 1947 


Price Weakness Marks High Business Level 


i high postwar levels of industrial and 
financial activity, employment, and trade in 
New England which had been reached by the 
middle of 1946 were well sustained or exceeded dur- 
ing November and December. The dominant fea- 
ture of the economic picture during these final two 
months, however, was the changing price structure 
following the lifting of Government price controls. 
Average prices of most commodity groups rose 
when controls were removed, but there was an in- 
creasing number of recessions from peak heights as 
the year drew to a close. 


Most indexes of industrial activity were in 
November or early December appreciably above the 
levels of the correspond- 


and Vermont but all states had substantial in- 
creases over November 1945. Shortages of mate- 
rials contributed to a 2.0 per cent decline in con- 
struction employment from October to November, 
but the increase of 40 per cent in employed construc- 
tion workers over a year ago was impressive. Em- 
ployment in wholesale and retail trade expanded 
under the influence of the Christmas season. By 
November 30, only 115,000 potential workers in 
New England were receiving unemployment bene- 
fits compared with 125,000 on October 26 and 
over twice as many during the 1946 spring peak. 


The 124 New England department stores and 
apparel shops which regularly report monthly sales 
to this bank averaged 





ing period of 1945 and 
some showed seasonal 
advances from October. 
The value of New Eng- 
land construction con- 
tracts awarded during 
November 1946 in- 
creased 96 per cent over 
November 1945 and 3.9 
per cent over October 
1946. Revenue freight 
carloadings originating 
on the major New Eng- 
land railroads during 
the seven weeks ending 
December 21, 1946 were 
4.8 per cent more than 
during the correspond- 





an increase of 27 per cent 
indollar volume in 
November 1946 over 
November 1945, with 
only two stores showin 
decreases. Reports col- 
lected by the U. S. 
Bureau of Census in- 
dicated that total retail 
trade in Massachusetts 
increased 27 per cent 
during the same period, 
with especially large in- 
creases in sales of dura- 
ble goods such as auto- 
motive equipment, 
radios, household ap- 
liances and hardware. 








ing weeks of 1945. 
Electric power production in this region showed an 
increase of about 10 per cent between the same two 
seven-week periods. Consumption of raw cotton 
by New England mills in November 1946 was 43 
per cent more than during the same month a year 
earlier although this comparison is distorted by the 
effect of a strike in Maine mills during November 
1945. Estimated boot and shoe production during 
November 1946 in this district exceeded that of 
November 1945 by 5.4 per cent. 


Manufacturing employment in the New England 
States reached a new peacetime peak in November, 
1.0 per cent greater than in the previous month and 
16 per cent greater than during the same month a 
year ago. Decreases in total manufacturing employ- 
ment from October to November occurred in Maine 


he volume of sales at 
12 Boston department stores during the 25 shopping 
days from November 29 through December 28 was 


26 per cent greater than during the comparable 
period of 1945. 


Advances from 1945 levels were also notable in 
financial activity. The volume of debits to deposit 
accounts, other than interbank, in 21 New ioe 
land cities was 7.4 per cent larger in November 1946 
than a year earlier. At member banks in six major 
cities of the district demand deposits (adjusted) 
were 9.0 per cent greater at the end of the year 
than at the beginning. These same banks showed 
increases from the opening to the close of the year 
of 24 per cent in commercial, industrial and agri- 
cultural loans, 32 per cent in real estate loans 
and 18 per cent in miscellaneous (including con- 











sumers’) loans. Deposit balances at 59 selected 
mutual savings banks in New England increased 7.7 
per cent between November 30, 1945 and November 
30, 1946. 


In the immediate postwar period an attempt 
was made to keep commodity prices stable or 
only slightly above previous levels in the face of 
sianecnabneed demand backed up by swollen in- 
comes and expanded holdings of liquid assets. 
Income payments to individuals in New England 
had increased to over $10 billion in 1946 from a pre- 
war level of about $6 billion, and if individuals in 
New England increased their liquid asset holdings 
at the national average rate, they held three times 
the prewar amount in 1946. 

While price controls continued, production, 
although at a high average level, was distorted by 
the reactions of producers to price squeezes. High 
purchasing power stimulated trade to unprece- 
dented heights, but the level of the wholesale com- 
modity price index rose only 6.6 per cent from 
August 1945 to June 29, 1946. Commodities in 
scarcer supply were often driven into black markets 
not adequately measured in the wholesale price 
index. Surplus purchasing power found partial 
outlet in luxury lines such as furs, jewelry, fancy 
sportswear, night clubs, and gambling (racing bets 
at New England tracks increased 17 per cent from 
1945 to $230 million in 1946). Another outlet, 
partly involuntary, was a high rate of saving, 
which diminished as prices rose. With the succes- 
sive removals of controls many of the maladjust- 
ments became corrected as production and prices 
came into better balance with demand. Prices at 
first rose rather sharply. Then, partly because 
supply was increased by higher prices but largely 
because rising prices pinched off demand, the rate 
of advance in prices slowed, and some prices even 
receded. 


Using V-J month, August 1945, as a base, the 
general wholesale commodity price index rose 
only to 106.6 by the end of June 1946, rose sharply 
to 121.5 by August 24 as a result of the hiatus in 
price controls, dropped to 115.1 by September 14 
with their partial restoration, and rose again with 
their final removal to 132.3 as of December 21. 
Many individual prices, as! of foods and 
farm products, have already receded from their 
peaks. Cotton, after reaching a price of about 40 
cents a pound, closed the year at 3214 cents. Meat 

rices have receded considerably from their mid- 
cote peaks. Lard, which sold at 40 cents at the 
end of October, dropped to 26 cents at the year’s 
end. More recently butter declined over 10 cents a 
pound. The Massachusetts Department of Labor 
and Industries noted that such declines have finally 
had an effect upon living costs as its index of re- 
tail prices dropped slightly from November to 
December. This was the first monthly decline since 
September 1945. 

rice weakness has become increasingly apparent 
also in commodities other than food and farm prod- 





ucts. Platinum and silver prices have declined in 
recent months, increasing resistance to high prices 
has appeared in the residential real estate market, 
and prices of furs, women’s apparel and jewelry 
have recently softened. According to press reports, 
price softening has also spread to the used car 
market in some Cities. : 

Contrary to the tendency of farm prices to level 
or to decline, the Commodity Credit Corporation 
announced upward adjustments averaging one 
to three cents a pound, scoured basis, in the sell- 
ing price of Government-owned wool, effective 
December 30, 1946. The CCC advanced its sell- 
ing prices also in October and November. These 
increases were attributed to a rise in the ‘‘parity 
price’’ of wool. 


There is evident in the business community as a 
result of these trends an attitude of caution and of 
more careful weighing of future risks rather than 
the general optimism that prevailed in earlier 
months. 

Consumers found that even war-inflated in- 
comes shrink in a market of rapidly increasing 
prices and became more sales resistant and selective 
in their purchases. Higher prices have brought 
about a reduction in savings as consumers have had 
to spend a growing proportion of their incomes to 
maintain a constant level of living. This is shown 
in part by the fact that the 27 per cent increase in 
November 1946 life insurance sales over November 
1945 in New England was the smallest relationship 
of that type last year. The same point is also indi- 
cated by the smallest increase in deposit balances. at 
New England mutual savings banks during Novem- 
ber for any month in 1946. 

Retail sales of department stores maintained 
their advance over the previous year partly by 
virtue of extensive and unusual pre-Christmas 
markdown sales. At the same time, outstanding 
orders for new merchandise showed a sharp drop. 
Outstanding orders of 12 Boston department stores 
on November 30 were 24 per cent less than a month 
earlier and 18 per cent less than a year earlier. 

Trade commitments were generally shortened, 
and mounting inventories watched more carefully. 
The index of orders received by Massachusetts 
manufacturers decreased 19 per cent from October 
to November. Business failures in 1946 were the 
most numerous in three years. 

In the field of labor-management relations, New 
England’s favorable experience is shown by a 
recent statement of the Regional Director of the 
U. S. Conciliation Service that although the region 
employs 10 per cent of the nation’s manufacturing 
workers, it accounted for only 7.3 per cent of the 
nation’s work stoppages and 2.1 per cent of the 
number of workers on strike in the period from May 
to November. This record should be improved by 
an increased realization that sound postwar pros- 
ata depends upon stopping the wage-price spiral. 

his can be accomplished by raising production and 


productivity so as to permit lower prices, which 
will in turn make possible a higher standard of 
living. 
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Connecticut Department Stores 
Maine Department Stores..................00--. 
Massachusetts Department Stores................ 
New Hampshire Department Stores 
Rhode Island Department Stores. 
Vermont Department Stores. . 
Boston Department Stores. .... 
Springfield Department Stores 
Worcester Department Stores. . 
ew Haven Department Stores 
Portland Department Stores.............. 
Providence Department Stores.............. 
New England Department Stores 






Percentage of Regular Charge Accounts Outstanding at 
Collected during November 


Boston Department Stores 
New Haven Department Stores. . 
Providence Department Stores... . 
New England Department Stores 





Women’s, Misses’ and Juniors’ Ready-to-Wear: Rhea 
Coats — Women’s and Misses’ 
Dresses — Women’s and Misses’............... 
Juniors’ Coats, Suits, Dresses..............000. 
Furs, excluding Repairs and Storage............ 
Aprons, House Dresses, Uniforms.............. 
PUIEEINOUE <5c5-5 75 5.0 oalerceie dw ae wale ovat bies-wtrence s 


Women’s, Misses’ and Juniors’ Accessories:........ 
Millinery 
Wedknens and Scarfs. 
Corsets and Brassieres 
Knit Underwear...... 
Woven Underwear..... 
Negligees and or 
Handkerchiefs. ..... 











Toilet Articles and Drugs.................000e 
Umbrellas, Parasols, Canes................-.-- 


Men’s and Boys’ Clothing and Furnishings:.. 
CONS CAS | ES ae eee er rerEn 
Men’s antec including Hats and Caps..... 
Boys’ Clothing and Furnishings................ 
Men’s and Boys’ Shoes..........eeeeeeceeeees 


Infants’, Children’s, Girls’ and ““‘Teen-Age”’ Wear:. . 
Infants’ MRR ENMENNE oo oa cose co 946-6 acevo saces ste ‘ 
Girls’ and “‘Teen-Age” Wear 


Plerrie Piute atte 5 icc be pennies oo che weeas 
Furniture, Beds, Mattresses, Springs............. 
FROUSS PUPHISTNNGR 6.55 c cece cecccccecceevesoee 
WABIOE APDURNEES ois icoicknscecsscvsiceccsssnsess 
Draperies and Curtains............ Pe Nan wk sarees 
Lamps and Shades 
FOE CO GCI oo. i.5 vies 6s eee nvernisc we pcidiewewe ee 
Chitis @10 GIMsSWOlE. 6. occ ccccs cee ccssscee 

EE AE 7 ara rere ear er trea ee a 





Toys and Sporting Goods. .............0ceeeeeee 


WVTIMDRRRIOOIES 5 6.5, < ors-6eo caee se doe discs ceetewsee 
fe ys Pep parity eee cr ete vere aaa 


Art Goods, including Needlework.............. 
IAIN, og sisace cnet ee ie pi hatesis ewes ones 
PARNER 2 creas OSs Sees ele ee re eA enn 


Basement 


1945 = 100 


Month of November 
1943 1944 1945 
96 98 100 
91 98 100 
80 91 100 
78 92 100 
79 92 100 
79 90 100 
80 91 100 
91 98 100 
81 90 100 
94 101 100 
93 99 100 
78 92 100 

92 100 


1945 = 


— of Neraabee 
43 1944 


iv. Varo aerate cial eriee aaa gear enna eenes 59.4 61.6 58.8 36. 5 
APES Peete Ne eR OE oN ene oot Petey Peery 58.1 59.0 58.0 51.8 





January through November 


1946 1943 1944 1945 1946 
129 96 97 100 123 
125 94 100 124 
128 85 91 100 127 
131 85 93 100 128 
125 85 92 100 124 
141 83 88 100 134 
127 82 90 100 1 
123 92 94 100 120 
131 84 88 100 1 
136 91 97 100 127 
121 91 94 100 122 
125 85 91 100 124 
127 85 92 100 126 
the First of November 
1943 1944 1945 1946 
55.9 57.6 56.0 bry 
2007 50. (7 a8” 47 
iQoRI 


Jan pawn, 7 aaa nie 
19 1945 1946 
























BUSINESS AND FINANCIAL CONDITIONS IN THE UNITED STATES 


Prepared and released by the Board of Governors of the Federal Reserve System 
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VALUE OF CONSTRUCTION ACTIVITY 
UNITED STATES 





























MILLIONS OF DOLLARS 


Figures beginning in 1944 are joint estimates of the Depart- © 

ments of Commerce ond Labor; sarlier figures estimated by 

Commerce. Latest figares shown are for Soater 1946. oe 
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CONSUMERS’ PRICES 


UNITED STATES 
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Bureau of Labor Statistics’ indexes. Midmenth figares, ia! 
atest shown are for November 1946. g 





MEMBER BANKS IN LEADING CITIES 
UNITED STATES 
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BILLIONS OF DOLLARS 


Government securities include direct and guaranteed issues. 
Wednesday figures, latest shown are for December 11, 1946. 
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eae —_ and employment in most lines of activity continued to 
be maintained at record peacetime levels in November. Department store sales 
in November and the early part of December were larger in dollar amount than 
the holiday trade last year, reflecting mainly increased prices. Prices of industrial 
commodities have generally advanced further, while a number of important farm 
products and foods have declined from previous peaks. 


Industrial Production. Total output of manufactured goods and minerals, 
as measured by the Board's seasonally adjusted index, was 182 per cent of the 
1935-39 average in November. This was about the same as in October notwith- 
standing the sharp drop after November 20 in coal, coke, iron, and steel production 
as a result of work stoppages in the bituminous coal industry. After the resump- 
tion of bituminous coal output on December 9 activity at steel mills, which reached 
a low of 60 per cent of capacity in the first week of the month, rose sharply and in 
the current week is scheduled at 84 per cent. 


Output of steel in the month of November was at an average rate of 84 per cent 
of capacity, as compared with 89 per cent in October. Activity in the nonferrous 
pats and machinery industries continued to increase in November and output of 
most other metal products was maintained at a high level. Lumber production 
showed less than ibe usual seasonal decline. 


Output of manufactured food products was maintained in November at an 
exceptionally high level for this season of the year, —— chiefly further 
sharp increases in meat production and larger output of flour and sugar products. 
Production of cotton and rayon textiles, paperboard, rubber products, and some 
other nondurable goods showed further small gains in ‘ovens. 


Output of minerals declined five per cent in November. Bituminous coal pro- 
duction dropped sharply as a result of work stoppages in the latter part of the 
month, while production of anthracite and crude petroleum was maintained at 
high levels and output of metals showed less than the usual seasonal decline. 


Construction. Estimated expenditures on construction projects in November 
were maintained close to the peak levels reached in August and September. Con- 
tracts awarded for nonresidential construction, however, were at the lowest level 
since the end of the war, according to reports of the F. W. Dodge Corporation; 
residential building awards were sharply below the peak rate reached in the spring 
but were still considerably above last year’s level. 


Distribution. Department store sales in November and the early part of Decem- 
ber were about one-fifth larger than during the same period of the holiday shopping 
season last year. The total value of retail trade outside of department stores 
increased somewhat further in the fourth quarter, reflecting chiefly higher prices 
and larger expenditures for foods. 


Loadings of railroad revenue freight declined in November due to the sharp 
drop in bituminous coal shipments at the end of the month. Loadings of manu- 
factured products and most other classes of freight showed substantial gains, after 
allowance for seasonal changes. 


Commodity Prices. Following the initial sharp increases in basic commodi- 
ties which occurred with the elimination of Federal price controls on November 
11, price changes have become more selective. Prices of copper, lead, steel scrap, 
and cotton gray goods for immediate delivery have advanced further, while prices 
of hides, turpentine, and silk have declined. During the past week there has been 
a sharp drop in hog prices. Wholesale prices of foods have decreased somewhat 
further from the sharply advanced levels reached in the middle of October. Prices 
of industrial products have continued to advance. In retail markets prices of 
women’s wear and some other items have declined but in general retail prices have 
continued to advance. 


Bank Credit. Commercial, real estate, and consumer loans increased further at 
banks in leading cities during November and the first half of December. Govern- 
ment security holdings declined considerably reflecting Treasury cash retirement 
of notes and certificates. Deposits of businesses and individuals increased some- 
what and currency in circulation rose by the usual seasonal amount. 


The Treasury retired for cash during November and the first half of December 
5.8 billion dollars of Government securities held largely by the banking system. 
Withdrawals from war loan deposits at commercial banks to redeem securities 
reduced U. S. Government deposits at banks to a level of about two billion dollars 
in mid-December, as compared with 24 billion dollars before the retirement pro- 
gram was begun in March. 
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JB genie the year 1946 the value of sales of 
department stores reached an all-time high 
level both in the country as a whole and in New 
England, exceeding in each instance the previous 
record year of 1945 by more than 25 per cent. The 
highest single month was August when a season- 
ally adjusted index for the United States was 290 
(average month of 1935-39 = 100) and a similar 
index for New England was 246. Each index 
declined between August and October; that for the 
country by 11 per cent and that for New England by 
12 per cent, followed by increases in November 
and December which failed to reach the August 
peaks. 

Cumulative sales of New England stores during 
the first quarter of 1946 were 9.6 per cent larger 
than during the corresponding period of 1945, 
but beginning in April and continuing through 
the year 1946 sales in each month exceeded the 
corresponding month in 1945 by more than 20 
per cent. The highest monthly gains were in 
April and August with increases of about 49 and 
50 per cent, respectively. In May and September 
the increases were approximately 33 per cent. 


Many of the stores cooperating with the Federal 
Reserve Bank of Boston report only total net sales 
each month, but 46 of these cooperating concerns 
break the value of total sales into three major 
classifications — cash, regular charge, and instal- 
ment. The following table presents the percentage 
changes in total sales and in the major groups be- 
tween the first 11 months of 1946 and the corre- 
sponding periods of 1945 and 1941. During the 





first 11 months of 1946 instalment sales were run- 
ning nearly seven per cent below the corresponding 
period of 1941 but had increased more than 46 per 
cent over the corresponding period in 1945: 
January-November, inclusive 


Percentage Change 


NEW ENGLAND 1946 1946 





compared compared 

DEPARTMENT STORES with mith 

1941 1945 

CHa SAB o3.s. cscs ests . 118.5 +18.0 
Begniae' CRatee SACO so. ac.6s0ccccinesecetacscesacces cece: Gee +36.6 
WOO SO Wea. sctln x «dca tees deasdtixand dnkelenadedsecoe syn Gun +46.2 
TOCESANG ssc ccccees + 82.4 +25.7 


During the first 11 months of 1946 about 57 
per cent of the record value of sales was on a 
cash basis, nearly 39 per cent was regular charge 
sales and slightly more than four per cent was 
instalment sales. Compared with the corre- 
sponding period in 1945, the proportion of cash 
sales had declined from nearly 61 per cent, while 
that of charge sales had increased from nearly 36 
per cent and that of instalment sales gained from 
about 3.5 per cent. The proportions a charge and 
instalment sales during the first 11 months of 
1946, however, were substantially less than they 
were during the corresponding period of 1941. The 
1941 11-month proportions were: cash sales, 47.5; 
charge sales, 44.3; and instalment sales, 8.2. Two 
major factors which contributed to the shifts be- 
tween the various types of sales were, first, Regu- 
lation W, which placed certain limitations upon 
both regular charge and instalment selling, and, 
second, shortages during 1945 and 1946 of many 
kinds of merchandise usually sold on the instalment 

lan. 

? At the end of November 1946, customers’ in- 
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debtedness to department stores in New England 
was the largest amount on record. Regular charge 
account receivables had increased more than 57 
per cent over the amount on the books at the end 
of November 1945 and instalment receivables had 
increased more than 43 per cent. On December 1, 
Regulation W was “‘streamlined’’ by having many 
of the limitations and restrictions either eased or 
removed. In consequence of these changes, it is 
anticipated that the data for December 1946, when 
received, will show a new high level of consumer 
credit outstanding in department stores. 


In the June issue of this bank’s Monthly Review 
attention was called to the tremendous increase 
between early 1943 and March 1946 in unfilled 
merchandise orders placed by Boston stores with 
producers and wholesalers. In the September 
Monthly Review it was pointed out that an index of 
merchandise orders outstanding at the end of July 
1946 (average month of 1941 = 100) was 481, 
a new high which proved to be a peak. Between 
July and the end of November 1946, the index for 
merchandise orders outstanding declined steadily 
and stood at 290 at the end of November. The 
decline in merchandise orders outstanding, how- 
ever, has been materially offset by an increase in 
stocks on hand. An index of month-end inventories 
(average month of 1941 = 100) was 148 at the 
end of July and 198 at the end of September. 

There have been marked shifts in both sales and 
inventories of New England department stores 
between the major departmental groups during the 
first 11 months of 1946 compared with the corre- 
sponding period in 1945. There have been relatively 
larger percentage gains in sales and in inventor 
accumulation in hard goods rather than in ane J 
goods. Sales by New England department stores 


of home furnishings, the group including the 
majority of hard goods, were 52 per cent higher 
during the first 11 months of 1946 than during the 
corresponding period in 1945. Sales of soft goods, 
represented in major part by the five classifications 
indicated, increased as follows: women’s, misses’, 
and juniors’ ready-to-wear, 19 per cent; women’s, 
misses’, and juniors’ accessories, 15 per cent; men’s 
and boys’ clothing and furnishings, 34 per cent; 
infants’, girls’, and “‘teen-age’’ wear, 12 per cent; 
basement, 21 per cent. Total sales rose 25 per cent. 

At the end of November 1946, inventories of 
home furnishings were 62 per cent higher than at 
the end of November 1945. Inventory increases, 
percentagewise, in some of the other major mer- 
chandise classifications were: ready-to-wear, 38 
per cent; accessories, 34 per cent; men’s and boys’ 
clothing and furnishings, 56 per cent; infants’, 
24 per cent; basement, 33 per cent. Total inven- 
tories increased 42 per cent. 


The department stores of New England as a 
group seem to have been successful during the 
latter half of 1946 in reducing, month by month, 
the combined stocks and orders ratio to sales. The 
combined ratio was 7.33 at the end of July, but it 
was steadily reduced to 3.55 at theend of November, 
a ratio lower than at the end of November dur- 
ing any of the years 1941-1945, inclusive. The ratio 
at the end of November 1945 was 4.10. The highest 
monthly ratio between January 1941 and November 
1946 was 8.42 at the end of July 1943. These re- 
sults indicate that the steady reduction of out- 


standing orders has alleviated a potentially dan- 
gerous situation which could have resulted in 
accelerated deliveries to the stores of excessive 
orders or in abrupt large scale cancellations of 
many orders by the stores. 

















